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Summary of Public Comment and Agency Response:

Jean Public, New Jersey submitted a writien cornment,

COMMENT: The Racing Commission received an e-mail from a
member of the public identifying herself as “Jean Public.” Ms. Public's
comment is largely devoted to a dissatisfaction with horse racing
generally. With regard to the rule proposal, she simies that all racing
sheld be shut down, and that racing is abusive to horses. She contends
tizat the horse breeders are preedy, want to destroy the horses when they
are making meney off them, and that the breeders run the horses to death.
She further writes that thers are many persons in New Jersey who despise
the industry.

RESPONSE: The Racing Commission does ndt accept the somments,
which in large part voices objection to horse raving generally and horse
race betting. The horse racing and wegering rules are specifically
authorized by law, and singlespool wagering has been specifically
authorized by the Legistature. The Racing Commission does not believe

“that the adeption of this rule will result in abuse fo horses.

Federal Standards Siatement
4 Federal standards analysis is not required because the rules of racing
are dictated by NJ.S.A. 5:5-22 ef seq., and the adopted rules are not
subject to any Federal requirements or standards.

Fuil text of the adopted new rules follows:
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SUBCHAPTER 294.

13:70-29A.1  Applicability of ruies in this subchapter

The rules in this subchapter are applicable to Racing Commission-
approved single<poc! wagering events. Single<pool wagering events shall
also be governed by the rufes sef forth in this chapter, unless such rules
are superseded by the rules in this subchapier. If there is & confiict
berwesn a rule in this subchapter, and any other rule set forth in this
chapter, the rule set forth in this subchapter shall apply,

13:70-29A.2  Definitions

The foliowing words and terms, when used in this subchapter, shall
have the following meanings, unless the comtext clearly indicates
atherwise:

“Multi-pool traditional wagering” means the form of parimutuel
wagering traditionally associated with horse race wagering in this State,
as authorized by this chapter, and the varisties of wagers authorized for
such wagering, including, but not timited to, trifecta, exacta, win, place,
and show.

“Odds ealeulation enging” meens & compuier and iis refated hardware
and software components, which, upon prior approvel of the Racing
Commission, may interface with the totalisator o receive wagering data
from the totalisator, to perform single-pool wagering odds caleulations, to
calculate payoffs for winning single-pool wagering fickeis, and after
performing these functions, to then Teturn the singie-poel wagering odds
calculation information to the totalisator. An odds caleulation engine may
be part of the totalisator orintegrated within the totalisator, or il may be &
separate component o the {otalisator,

“Single-pool weger placement type” means a special form of wager o
be specified by & patron ai the time that ke or she places & wager oy &
single-poal wager variety. Single-poo! wager placement types authorized
by this sibchapter are a “combination wager,” 2 “multiple race wager,” a
“limit wager” an “all-ornone wager,” end such additional $ingle-poel
wager placement types that may be approved by the Racing Commission
purstantto WLAC. 13:70-294.7. _ i

“Single-poel wager variety” means any wager variety authorized by .
this chapter for multipool waditional wagering, including, but not limited
to, wir, place, show, exacts, trifecta, and superfecta, and sach addifional
wager varisties that may be authorized for singié«pool wagering by the
Racing Commission pursuant to N.J.A.C. 13:70-294.7.

“Single-pool wagering™ means the form of wagering suthorized by this
subchapter where the cumulative procesds of different single-pool wager
varieties, inciuding, but not limiled to, wifecta, exacta, win, place, and
show, on one or more races, are combined to form a single wagering
pool, and following the deduction of the required takeout from the
resuliing singie wwagering pool proceeds, and appiving parimutuel
properties, the remaining balance of the proceeds are distrifuted to those
individual winning ticket holders for the race or races whose cumulative
wagers forrsed the single wagering posl.

“Single-pool wagering event” meens a horse race wagering event,
which, following approval by the Racing Commission of the race or races
to be used to form the event, the single<poo! wager placement types to be
used to form the eveni, and the singie-pool wager varieties to be used to
form the event, may be offersd for wagering to the public by & single-
pool wagering outiet.

“Singie-pacl wagering outlet” means the following entities authorized
by the Racing Commission o offer single-pool wagering events: a
racetrack permit holder, an off«rack wagering license holder, the zccommt
wagering licenses, and, subject to any required approval of the New
Jersey Casino Control Commission, any Atlantic City casine aufhorized
to participate in casino simulcasting.

“Single-pool wagering provider” means a person, persons, association,
paripership, organization, or ofher entiy who is the operaior of the odds
caleulation engine. The single-pocl wagering provider mey or miay not
also be the operator of the sotalisator,

“Single wagering pool” means the single wagering pool formed as a
result of 2 Racing Commission-approved singie-poo! wagering eveni.

“Single wagering pool wnawarded swplus” means the wmewarded
surpius, which maight arise in connection with # single-poal wager variety
for a race, which single-poo! wager variaty and race iz patt of a Racing,
Commission-approved single-pool wagering event. For exampie, if no
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wager on 4 “place” single-pool wager veriety was a winner, a single
wagering pool unawarded surplus would arise because no winning betfor
would be available to collect the portion of the finds, within the single
wagering poof, arising from the inclusion within the pool of wagers
placed for that single-pool wagering “place” variety.

“Totalisator,” means a computer situated within the hub facility,
which, among other things, ditectly or indirectly through one or more
other totaiisators receives pari-mutuel wagering mformation, calculates
payoffs for winning pari-mutuel tickers, generates reports with respect to
such information, and in the avent that the transmission of datz from
sending or host (rack has been interrupted, automatically ceases wagering,
in accordance with the internal control procedures of the hub facility, The
totalisator, for purposes of single-pool wagering, interfaces with the odds
calculation engine and receives single-pool odds calculation information
from it. The totalisator may from time-to-time perform certain fanctions
of the edds caiculation engine, including the calculation of single-pool
wagering odds calenlations i those circumstances where the odds
caleulation engine is technologically incapable of directly supporting the
calculation of edds, or in the event of a mechanical breakdown of the
odds calculation engine.

13:76-29A.3  Licensing of single-pool wagering provider, principals,
and employees

{a) The single-pool wagering provider shall be licensed .as a vendor,
pursuant to N.JAC 13;70-4.1, In order for the application of a single-
pool wager provider to be considered cemplete, the following documents
must be submitted with its application for licensure, and such application
and documents must be found o be complete by the Racing Commission
Executive Director:

1. Written internal control procedures, consistent with N.J.A.C. 13:70-
294.4;

2. A written evaluation of the acouracy and reliability of the odds
calculation engine, at cost to the applicant and performed by an
independent testing facility acceptable to the Racing Commission
Executive Director, as defermined on a cese-hy-vase basis, which
includes a mathernatical analysis of the odds ealculafion engine:

3. A fully execuied contract; between the single-pool wager provider,
and a single-pool wagering -outlet, whick provides for the offering -of
single-pocl wagering events to the public:

4. Where the odds calcujation engine is to operate as a Separate
computer component {o the totalisator by a single-poc! wagering provider
other than the totalisator operator, a fully executed comtract between the
single-paol wager provider and totalisator operator, which coniract is to
address the interface between the totalisator and odds caleulation engine,
the specific single-pocl wagering-related reports that are to-be maintained
by the totalisator operaior, the specific single-pool wagering-related
reports to be maintained by the single-pool wagering provider, and
related terms;

5. Where the odds caleulation engine is to operate as a separate
computer component to the totalisator by a single-poel wagering provider
other than the totalisator operator, a certification from a high managerial
agent of the totalisator operator, indicating that the totalisator operator
has reviswed the internal controi procedurss of the singie-pool wagering
provider, and as a result of that review, i3 of the opinion that the
implementation of said precedures will not be inconsistent with the
operation of the totalisator; and

6. A written Hst identifying ail principals of the single-pool wagering
provider, all the employess of the single-pool wagering provider, and
those principals and emplovees who will have access to the odds
caleulztion engine, The Racing Commission Executive Director, in his or
her discretion, may require such persons to sscure a Racing Commission
“certificate of identification™ license pursuant to N.JA.C. 13:70-4.1(a)5.

13:70-29A4  Written internal conirol procedures requirement for the
singiespool wagering provider

{a) The single~pool wagering provider shall maintain written internal
control procecures that address the following areas:

{. Procedures to demonstrate that the odds celouiation engine is
subject 1o an actively managed security poliey, whict meets auditable
recognized information security inanagement standards. The security
procecurss  shall comply snd conform (o the existing  security
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requirements of the totalisator and hub facility, that is, the in-State
location where the totalisator is Jocated;

2. Procedures 1o effectively operate the odds caiculation engine in
conpection with single-pool wagering, and to protect the fiscal soundness,
technical reliability, and integrity of single-pool wagering;

3. Procedures to insure that the odds caleuiation engine hardware and
networked comumunication mfrastructure between the odds calculation
engine and totalisator support redundancy sufficient to prevent the
implementation from being subject to any single pofnt of failure:

4. Procedures {0 imsure that any extensions of the totalisator
reguirements, as a result of mterfacing with the odds calcuiation engine,
or as a result of changes to hardware or software 1o the odds calculation
engine, including alterations to the calculation engine algorithm or odds
calculation engine system software, shall result in successful testing of
both the totatisator and odds calculation engine. Prior to implementation
of any such changes to the totalisator or odds caiculation enging, the
totalisator operator and single=pool wagering provider shall sach provide
4 written certification to the Racing Commission, signed respectively by a
high managerial agent, ceriifying that the changes fo the equipment
and/or software under their control were successinliy tested, and such
report shall alfirmativély disclose any avtual or potential concerns as to
technical reliability and integrity of wagering. If, however, the totalisator
and odds calculation engine are operated by the same Racing
Commission Heensee, a single certification. consistent with this paragraph
shall be provided o the Racing Commission;

5. Procedures to insure that zny extensions of the odds caleulation
engine system requirermnents, as-a result of interfacing with the fotalisator,
or as aresult of changes to hardware or software to the totalisator, shall
result in successful testing of the totalisator and odds caleulation engine.
Prior ic implementation of any such changes to the toialisater system or
odds calculation engine, the fotalisator- operator and single-pool wagering
provider -shall each provide a written certification to the Racing
Commission, signed respestively by 5 high managerizl agent, certifying
that the changes fo the equipment and/or software under their control
were successtully tested, and such report shall affirmatively disclose any
actual or potential concerns as to technical relisbility and integrity of
wagering. If, however, the totalisator and odds calculation engine are
operated by the same Racing Commission licensee, a single certification
consistent with this paragraph shall be provided to the Racing
Cormission; ‘

6. Procedures o insure the secure maintenance of a writien record
documenting access to the pdds calculation engine, including its software,
hardware, and any peripheral devices;

7. Procedures to insure that the odds caleuiation engine allows for an
independent integrity check of its devices and software, including the
ability 1o readi the critical software files or code of the odds caiculation
engine for the purpose of performing a crypiographic hash to create an
clectronic signature of the software; and

8. Procedures to insure thal data for reporis and logs are maintained
directly or through backup for a period equal te the totalisator system’s
data retention period, which time period shall be identified as part of the
procedure.

{b) Where the odds caloulation engine is o operaie as a separate
computer compenent to the totalisator, or by a single-peol wagering
provider other than the totalisator operator, the internal conirol
procedures of the single-pool wagering provider shall additionaliy
address the following areas:

L. Procedures setting forth a defined protocol by whish the odds
caleulation engine and totalisator shall communicate, which
commuzication protoce] shall employ methods of error detection and
handling;

2. Procedures setting forth @ documented method for odds calculation
responsibilities to fall back 10 the totalisator in the event of
compmnication failure;

3. Procedures to insure that logs, automated or otherwise, are
maintained showing the detected communication faiivres and mechanical
breakdowns, and if discernibie, the cause of'the failure, Such procedures
shall further insure that logs, automated or otherwise, are maintained
showing the resolution or restoration of communications afier such
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fatures. Logs shall include times and dates of any failure, and the times
and dates of the restorstion of communication; and

4. Procedures to atiow for the iotalisater fo perform certzin functions
of the odds calculation engine where within the existing technological
capabilitiss of fhe totalisator, inciuding the calculation of single-pool
wagering odds calculations in those circumstances where the odds
caleuiation engine is technologicelly incapable. of directly supporting the
caleulation of odds, and in the event of a mechanical breakdown of the
odlds calculation engine.

13:70-294.5  in-State requirement for odds caloulation engine;
dedicated requirement for odds calculation engine; access
by Racing Commission

(2} The odds calculation engine, including its related hardware and
software components and peripheral devices, shall be physicaily lacated
within the State of New Jersey, All reports and Jogs with regard to single-
pool wegering, maintained or required te he maintzined by the singlen
pool wagering provider, shail be stored in a secure fashion at the same in-
State ldcation where the odds calculation engine is losated. All Teports
and logs with regard to single:pool wagering, maihtained or required {o
be maintained by the totalisator operator, shall be stored in a secure
fashion at the same in-State location whers the totalisator is simrated. The
odds caleulation engine may be located, but is ot required fo be located,
at the same in-State location where the tetalisator is located,

(b} The odds caiculation engine shall be dedicated to its funcons
consistert with this subchapter, and absent approval of the Racing
Commission, shall net be part of & larger computer system designed to
perform any other functions or responsibilifies not the subject of this
subchapter.

(¢} The Racing Commission, and its authorized emplovees and agents,
shail have absolute and on-demand access to the in-State location where
the odds caleulation engine is situated, to the odds calculation sngine
syster, and to all reports related (o the conduet of single-pool wagering
maintained or reguired fo be maintained by the single-pool wagering
provider-or totalisator operator,

£3:70-29A.6  Petifions to the Racing Commission to offer o singhe-pocl
wagering event

{4} A petition for approval fo conduct 2 single-peol wagering event
shall be in writing, and submitted to the Racing Commission for approval
in advance of the event offering, by 2 single-pool wagering outlet. The
petition-shall set forth the race or races used to form the event, the single-
pool wager placement type or types 1o be offered as part of the-event, and
the singlespool wager variety or varieties to be offered as part of the
event, The petition shall explain, consistent with N.ILA.C. 13:70-294.8,
how any unawarded surplus is proposed to be distributed. The petition
will further specify whether the odds caleulation engine will directly
support and conduct the calculation of odds in connection with the
proposed single-pool wagering event, or whether the totalisator will be
responsible for supporting and caleulating some or &l of sich odds for
any aspect of the proposed singlespool wagering event. The petition shall
forther specify, consistent with NJAC. 13770-29A.9, the method
proposed by the singlé-pool wagering outlet to calculste the odds in fhe
evetit of a dead heat finigh in comnection with any race or wager subject
of the propesed single-pool wagering event,

(b} Where the petition of 2 single-poo] wagering outlet, to conduct &
single-pool wagering event, seeks approval for a number of races to form
the event, which number of races has not been previously approved by
the Racing Commission af & pubiiic meeting as part of a prior approval of
& single-pool wagering event, the petition shall incdlude doecumentation
from the single-poo] wagering provider evidencing that said number of
races has been the subject of successful testing of the odds caleulation
engine for accuracy and reliability, which is to include a mathematical
analysis of the odds calculation engine. The Commission, in its discretion
and at cost to the single-pool wagering provider, may require thar
edditional testing be conducted, which could include testing by an
independent firm: speciatizing in such testing, as determined on & case-by-
case basis.

(¢} Where a petiiion to conduct a single-pool wagering event seeks
approval for 2 single-pocl wager placement type to form the event, which
single-pool wager placement type has not been previously approved by
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the Recing Comnaission at 2 public meeting as part of 2 prior.approval of
4 single-pooi wagering evert, the petition shall include documentation
from the single-pool wagering provider evidencing that said single~pool
wager placement type has been the subject of successful testing of the
adds calculation engine for accuracy and reliability, which is to inciude a
mithematical analysis of the odds caleulation engine. The Commission,
in its discretion and at cost to the single-pocl wagering provider, may
require that additional testing be conducted, which could include testing
by an independent firm specializing in such testing, as deternsined on 2
case-by-case basis.

{d) Where a petition 10 conduct 4 single-poal wagering event seeks
approval for 4 single-poo] wager variety 1o form the eveni, which single-
pool wager variety bas nol been previously approved by the Racing
Commission at a public meeting zs part of a prior approval of a single-
pool wagering event, the application shall include documentation from
the single-poc] wagering provider evidencing that said single-pool wager
variety has been the subject of snccessful testing, of the odds calculation
engine for accuracy and reliability, which is to inchude a mathematical
analysis-of the odds caleulation engine. The Commission, in its discrefion
and at cost 1o the singlespool wagsring provider, may require that
additional testing be conducted, which could inciude testing by an
independent firm specializing in such testing, s determined on a case-hy-
case basis.

(e} Where a petition seeking Racing Commission approval to conduct
a single-poof wagering implicates (b), {c), or (d) above, the petition of the
singie-poe] wagering outlet shall include any certifications required by
NJAC 13770294 4{a)4 and 5.

{1} Where a petition seeking Racing Commission approval fo conduct
a single-poo] wagering event implicates N.JLA.C. 13:70-29A,12(b), the
petition shall set forth the take-out structure for the proposed single<pood]
wagering event,

13:76-29A.7  Single~pool wager placement types; single-poal wager

vaneties

{a} A singlespool wagering outlet, in connection with a single-poal
wagering event, following written petitioning to. and approval of the
Racing -Commission pursuant to N.LA.C. 13770-29A.6, may offer the
single-pool wager placement types Hsted in this subsection, and such
other single-pool wager placement types as fae Racing Commission
determines are consistent with the best interests of racing, and consistent
with the technological ability of the single-pool wagering ‘provider to
perform accurate wagering odds caleulations and payoff prices for
winning single-poo! wagering tickets.

1. A “combination wager™ means a wager placed on one or more
horses and shall be a winning wager only if the horses selected finish in
any of the positions selected as part of the wager. For example, a
combination wager 10 select two of the top three finishers would be a
winning wager only if both selected horses finish the race in any
combination of first through third.

2. A “multiple race wager™ means 2 wager on the outcome of multiple
races. This wager may inchide any combination of number of races, on
races confested at ome or mwltiple racetracks, provided that each
combination offered for wagering shall have its own associated odds,

3. A'"limit wager” means a wager placed on an ouicome that has
associated with 1t specified odds or higher odds. A limit wager, once
placed, only enters the single wagering pool to the extent that the actus)
odds calculated for the wager egual or excesd the odds specified as part
of the limit wager when placed. Because a limit wager is removed fom
the single wagering poo! to the extent that the calculated odds move
below the odds specificd as part of the Jimit wager when placed, 2 partial
filt of the placed wager may result,

4. An “gli-or-none wager” means a Hmit wager in which the wager
mast be able to placed within the single wagering pool in iis entirety, or
the wager may not be accepted.

(b) A single-poo] wagering outlet, in connection with a single-pool
wagering event, following written petitioning o and approval of the
Racing Commission pursuant to N.LA.C. 13:70-294.6, may offer any
wager veriety authorized by this chapter for multi-pool iraditional
wagering, and such additional single-poo! wager variety or varieties that
the Racing Commission determines is consistent with the best interests of
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racing and consistent with the techmological ability of the single-poo
wagering provider to perform acouraie wagering odds caleglations and
payoff prices for winning single-pool wagering tickets.

13:70-254.8  Single wagering poo! unawarded surplus

The distribution of any single wagering pool unawarded surpius,
which could arise in connection with & single-pool wagering event, shall
be subject to the approval by the Racing Commission at the time it
considers any petition of 2 single-pocl wagering outlet for a single-nool
wagering event. The single-pool wagering outlet shall have the burden 1o
demonstrate, to the satisfaction of the Racing Commission, that any
single wagering pool unawarded surplus will be distributed in a fzir end
congistent fashion 1o persons who have wagered on the same race, or
races, resulting i the single wagering pool unawarded surplus.

13770-284.9  Calculation of odds in the event of a dead heat finish

(a) In the event of a dead heat for zny position in any race comprising
a single-poo! wagering event, the payoff shall ‘be caiculated using efther
of the two methods set forth below, as appreved by the Racing
Commission.

1. The methed set forth in N.LA.C. 13:78-29.46; or

2. The payoff for each winning wagser, in the event of = dead heat
finish imvolving two horses, shall be equal to % of the expected payout
for cach horse involved in the dead heéat. In the event of dead hear finish
mvelving three or more horses, the payout for each winning wager shall
be divided egually for each horse involved in the dead heat.

13:76-284,10  Notgfication fo public of'singlepool wagering event;
display of odds information

{a} A single-peol wagering outiet shall provide sufficient notice 1o the
public of all single-pool wagering events, whether offered in connection
with live racing or siniicasting. The public notification shall be included
n the race program. unless otherwise spproved by the Racing
Cammission, and shall identify the races, the single-pool wazer varisties,
and the single<pool sager piacement tvpes inciuded in the singlespoo]
wagering event.

(b} The odds information for ail single~-poo] wager varisties forming 2
single-pool wagering event Shall be displaved 1o the public consisient
with N.JA.C. 13:70-29.8, vnless the Racing Comunission approves such
other method. Such odds information shali be displayed in & continuously
updated manner, wiless otherwise.approved by the Racing Commission.

13:70-294.11  Single-pool wagering with out-ofsState racetracks

The Racing Commission may approve a single-ppol wagering event
impored from an out-of<State racetrack, or exported to an out-of-State
racetrack, provided that such single-pool wagering event is consistent
with law. Any petition to the Racing Cemsmission to approve such a
single-pool wagering event shall contain a certification, signed by a high
managerial agent of both the singlespool wagering outiet and single-pool
wagering provider, thet the proposed singlespool wagering event is
consistent with the law of such otber jurisdiction or hurisdictions.

13570-294.12  Talce-out swucture for smglespool wagering events;
calculation of net pool ameunt

(@) Where a Racing Commission-approved singie-poo} wagering event
mncludes & singlespocl wager variety, which same variety is also
authorized by this chapter for mnilti-poo! traditional wagering events, the
talkce-out for such single-poci wagermp variety shall be the same as that
applied in multi-pool traditional wagering,

() Where a Racing Commuission-approved single-poel wagering event
includes a single-poc! wager variety, which variety is not authorized by
this chapter for multi+poe! raditional wagering, the takeout rate for such
single-pool wager variery shall be determined by the singlespool
wagering outlet petitioning the Racing Commission for approval of the
single~pool wagering event, but in no case shall the tdke-out rare he less
than 17 percent or greater than 25 percent of the poriion of the single
wagering poel comprising said single-poci wager variety.

{¢) Where & Racing Commission-approved single-pool wagering event
is imporied from another jurisdiction ac a simulcast event, the take-out
rate governing that rzoe in the sending jurisdiction shall be applied
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{d) In no case shall any take-out rate for any single-pool wager variety
be inconsistent with the take-out rale percentages provided for in P.L.
1940 ¢, 17 (N.J.S A, 3:5-22 et seq.).

{e} To arrive at the net pool amount for a single-pool wagering event,
the take-out authorized by this section shall first be applied io and
deducted from the total wagered on each single-pool wager variety for
each race comprising the single-pool wagering event. The total amount
wagered on each horse race wager variery shall then be divided into the
corresponding net pool amount, which calculation results in the payoff
price for each horge race wager variety for each race forming the singie-
pool wagening event.

13:70-25A.13  Integration of single-pool wagering data with Racing
Commisgion musuel sysiem

Ay data necessary for the Racing Commission computerized mutiel
sysiem o recomcile wagering information, and to insure ihat the
distribution of wagers made s consistent with law, shall be made
available to the Racing Comumissien by the single-pool wager provider or
lotalisator operator, as appropriate. In the even: that any resulfing
hardware or software changes are required & be made to the Rasing
Conimission computer system, the single-pool wager provider shall be
directly responsible for all related costs incurred by the Racing
Commission. Nothing contained in this sectior shali precinde the single-
pool wager provider from contracting with any other person or entity to
reimburse any such costs 1o i.

13:70-284.34  System failure for single-poo! wagering event

Wherz, due to any system failure in connection with 2 Racing
Commission-approved singlespoal wagering event, including as a result
of a system failure of the odds caleutation engine, the tatalisitor, or any
interface between the odds shali -calculation engine and the totalisator,
odds camot be caleulated or wagers cannot be processed wiilizing the
single-nool wagering system, such odéds shall be calcutated wtilizing the
mulii=poo] tradifional wagering system. In the event that the multi=pacl
wagering system cannot be utilized, the rales in effeci poverning
totalisator faifure for multi=pool traditions! wegering shall apply.
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